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Their cumulative losses crossed the amount of equity and they
were increasing continuously relative to equity (Column 6,
Table 4.13). Worsening debt / equity ratio accompanied by
losses over and above equity, insufficient earnings to meet
repayment obligations, inability to cover depreciation for the
last five years, rendered all the three units sick.
As against the first three firms, Finn IV was identified
as the one tending towards sickness. From the four years
data available, in two years a positive working capital could
be noticed. Debt was increasing in relation to equity but at
a less rate. Capacity utilisation in the firm did not exceed 27%
in the four years. As such, the firm could not meet its
repayment commitments for all years from 1978 to 1981, but
the difference between internal generation of income and
repayment commitments was lessening gradually except for
1981. Similarly, earnings after meeting depreciation showed a
negative sign, but the amount of losses was decreasing
continuously except for 1981. Cumulative losses showed am
increasing trend from 1978 but the amount of losses did not
exceed capital and reserves {Column 1 to 6, Table 4.13).
Hence, the firm was categorised as one tending towards
sickness.
In the Chemical group of industries Firm V was
considered at the revival stage because its negative working
capital showed a fall in 1980. Though, debt was increasing in
relation to equity, it was at a slow rate. In 1982, the firm was
able to utilise 50% of its installed capacity. The balance of
cash flow and repayment commitments were no doubt negative
throughout the period of five years (1978 to 1982) (Column J
to 4, Table 4.13), but the difference between them was
diminishing steeply. Earnings after depreciation were negative
but showed a decreasing trend from 1980. As in other firms
cumulative losses were rising but the amount was not more
than net worth (Column 6, Table 4.13). Hence, it was hoped
that it could become a healthy unit.
In the Chemical group of industries, Firm VI and VII
were the only units with a successful record because it was
noticed that the amount of negative working capital was
decreasing but not for Firm VI. In this firm the debt / equity